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SECRET ROME 4056 

E. O. 11652: XGDS-2 
TAGS: MASS, PCAT, IT 

SUB J : CONVENTIONAL ARMS TRANSFERS TO THIRD WORLD: ITALY 
REF: A) STATE 45364, B) ROME 3528, C) 77 ROME 20209 

1 . MISSION HAS NOT NOTED ANY DIMINUTION IN ITALIAN 
EAGERNESS TO SELL ARMS TO LESS DEVELOPED COUNTRIES AS 
A CONSEQUENCE OF THE U.S. INITIATIVE TO REDUCE ITS OWN 
ARMS TRANSFERS. AS WE DESCRIBED IN REF. C, ARMS 
EXPORTS TO THE THIRD WORLD ARE CRUCIAL TO THE VIABILITY 
OF THE ITALIAN ARMS INDUSTRY. WE HAVE NOT 
PERCEIVED AN INCREASE IN THE LEVEL OF AGRESSIVENESS 
WITH WHICH THE ITALIAN GOVERNMENT PUSHES ITS INDUSTRY'S 
SALES; RATHER THE PRESSURE CONTINUES AT THE SAME HIGH 
LEVEL AS BEFORE (SEE REF. B FOR A RECENT EXAMPLE). 

2. MOREOVER, WE THINK THE ITALIANS HAVE PROBABLY 
BEGUN TO CALCULATE HOW U.S. RESTRAINT MAY 
REDOUND TO THEIR OWN ADVANTAGE. LESS U.S. COMPETITION 
IN THE ARMS TRADE CANNOT BUT BE A SOURCE OF 
ENCOURAGEMENT TO ITALIAN INDUSTRY AND TO THE GOI. 

AS LONG AS ANY U.S. SLACK CAN BE TAKEN UP WITHOUT 
OVERT U.S. OR INTERNATIONAL DISAPPROVAL, THE ITALIANS 
WILL NOT BE RELUCTANT TO DO SO.HOLMES 
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